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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. {See instructions for further detail.)

Al required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budgst for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Builetin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezziement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The beard or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconcifiations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

[, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Introduction

The discussion and analysis of Caseville Area Fire Protection Association Fire Board’s
financial performance provides an overview of the Board’s financial activities for the
year ended March 31, 2006. This report is a part of the Board’s Annual Report.

The purpose of the Board is to provide fire protection for Caseville and Lake Townships.

Using the Annual Report
This annual report consists of a series of financial statements as follows:

The Statement of Net Assets presents information on all of the Board’s assets
and liabilities, with the difference between the two reported as net assets.

The Statement of Revenue, Expenses and Changes in Net Assets presents
information showing how the Board’s net assets changed during the most recent
year. All changes in net assets are reported on an accrual basis, that is, the event
is recorded in the accounting records when the underlying event takes place
regardless of the timing of the related cash flows.

The Statement of Cash Flows presents the financial activities of the Board on
cash received and cash paid basis.

Notes to the Financial Statements provide additional details underlying the data
provided in the financial statements.

Financial Highlights
The Statement of Net Assets outlines the assets, liabilities and net assets of the Board.

Unrestricted Current Assets (cash, investments and receivables) $§ 491,504

Capital Assets 1,491.474
Total Assets $ 1,982,978
Current Liabilities § 194364
Non-current Liabilities 120.000
Total Liabilities $ 314364
Total Net Assets 31,668,614

The Board realizes nearly all of its operating revenue is from two sources: property tax
revenue levied as a special millage for the two townships it serves and standby fees.
Property tax revenue in the amount of $230,987 comprises 94% of the revenue while
standby fees in the amount of $10,800 and insurance claims in the amount of $4,508
comprise the remaining 6%. The relative percentages for sources of revenue do not
change significantly from one year to the next.



The largest expenses are depreciation making up $63,388 or 35% of the expenses and
salaries in the amount of $58,070 or 32% of the expenses. Personal services and materials
make up the remaining $61,166 or 33% of the total expenses.

Request for Information

This financial report is designed to provide citizens of Lake and Caseville Townships
with a general overview of the Board’s finances and to show accountability for the
funding it receives. Questions concerning any of the information in this report should be
addressed to: Len Pilato, Chairman, Caseville Area Fire Protection Association,
Caseville, MI 48725,



CASEVILLE AREA FIRE PROTECTION ASSOCIATION

STATEMENT OF NET ASSETS
MARCH 31, 2006

Current assets:
Cash
Accounts receivable
Total current assets

Non-current assets:
Capital assets:
Land
Land improvements
Building
Equipment and furniture
Office Equipment
Vehicles
Accumulated depreciation
Total non-current assets

Totail assets

Current liabilities:
Accounts payable
Current portion of long term debt
Total current liabilities

Non-current liabilities:
Note payable - net of current portion

Total liabilities
Net assets:

Unrestricted
Total net assets

$

17,236

(369,051)

$

474,268

84,411
85,190
679,023
264,058
9,836
738,008

152,364
42,000

$ 491,504

1,491,475

S 1082079

184,364

120,000

314,364

1,668,615

5 1,668,615

The accompanying notes are an integral part of these financial statements.



CASEVILLE AREA FIRE PROTECTION ASSOCIATION

STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS
YEAR ENDED MARCH 31, 2006

OPERATING REVENUES:
Property Tax Revenue:

Caseville Township $ 151,273
Lake Township 62,538

Delinquent Tax Revenue: 16,923

Oakwood Housing Tax Revenue: 253

Insurance Claims 4,508

Standby Fees:

Chandler Township 10,200

McKinley Township 600
TOTAL OPERATING REVENUE $ 246,295
OPERATING EXPENSES:

Salaries 58,070

Taxes - FICA 4,454

Supplies 721

Communications 1,659

Memberships and dues 45

Mileage 568

Fire Protection 1,459

Service Contract 890

Gasoline 2,341

Insurance 18,230

Utilities 6,497

Repairs and Maintenance 15,971

Education and Training 760

Office supplies 1,864

Software support 1,668

Printing and Publishing 465

Depreciation expense 63,388

Audit fee 1,700

Legal and Professional fees 1,135

Water ' 710

Miscellaneous 29
TOTAL OPERATING EXPENSES 182,624
OPERATING INCOME (LOSS) 63,671
NONOPERATING REVENUE (EXPENSES):

Interest expense 5,432
CHANGE IN NET ASSETS 58,239
NET ASSETS AT APRIL 1, 2005 1,610,376
NET ASSETS AT MARCH 31, 2006 $ 1,668,615

The accompanying notes are an integral part of these financial statements.
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CASEVILLE AREA FIRE PROTECTION ASSOCIATION

STATEMENT OF CASH FLOWS
YEAR ENDED MARCH 31, 2006

Cash flows from operating activities
Increase {decrease) in net assets

Adjustments to reconcile change in net assets to net cash provided by

{used in) operating activities:
Depreciation

Changes in operating assets and liabilities which provided (used) cash:

Accounts receivable
Accounts payable
Net cash provided by {used in) operating activities

Cash flows from investing activities
Purchases of property and equipment
Adjustment to fund balance (NOTE 7)

Net cash provided by {used in) investing activities

Cash flows from financing activities
Repayment of debt
New debt issued
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at April 1, 2005

Cash and cash equivalents at March 31, 2006

$ 58,239

63,388

7,137
151,337

280,101

(250,020)

12,938

(262,958)

(70,000)
120,000

50,000

67,143

407,125

$474,268

The accompanying notes are an integral part of these financial statements.
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CASEVILLE AREA FIRE PROTECTION ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Board have been prepared in conformity with
accounting principles generally accepted in the United States of America as applied to
enterprise funds of government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The significant accounting principles and policies are
described below.

In June 1999, GASB unanimously approved Statement No. 34 Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local
Governments. Certain of the significant changes in the Statement include the following:

s For the first time the financial statements include:
- A Management Discussion and Analysis (MD&A) section providing an
analysis of the Board’s overall financial position and results of operations.
- Financial statements prepared using full accrual accounting for all of
the Board’s activities.

* A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements
(including notes to financial statements). The Board has elected to implement the general
provision of the statement in the current year.

Reporting Entity

The Caseville Area Fire Protection Association is a jointly governed organization,
located in the Village of Caseville, which provides fire protection services to
participating townships. The Fire Board consists of six members, three from cach of the
townships.

In accordance with generally accepted accounting principles and Governmental
Accounting Standards Board (GASB) Statement No. 14 The Financial Reporting Entity,
these financial statements present the funds of the Board. The criteria established by the
GASB for determining the reporting entity includes oversight responsibility, fiscal
dependency, and whether the financial statements would be misleading, if data were not
included. Based on the criteria, there are no component units which should be included
in the financial statements of the Caseville Area Fire Protection Association.



CASEVILLE AREA FIRE PROTECTION ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Measurement Focus, Basis of Accounting and Basis of Presentation

The Caseville Area Fire Protection Association is presented as an enterprise fund.
The financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when eamed and expenses are recognized when the liability is incurred or an
economic asset is used. Revenues, expenses, gains, losses, assets and liabilities resulting
from an exchange and exchange-like transactions are recognized when the exchange
takes place.

The Board follows all pronouncements of the Governmental Accounting
Standards Board, and has elected not to follow Financial Accounting Standards Board
pronouncements issued after November 30, 1989.

Preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Deposits and Investments

For purposes of the statement of cash flows, cash is defined as cash and cash
equivalents having original maturities ranging from three to fifteen months from the date
of acquisition.

Capital Assets

Capital assets are defined by the Board as assets with an initial, individual cost of
more than $1,000. Capital assets of the Board are reported at cost or the fair market
value at the time of contribution to the Board. Capital assets in service are depreciated
using the straight-line method over the following useful lives:

Buildings 40
Land Improvements 15
Machinery and Equipment 5-25



CASEVILLE AREA FIRE PROTECTION ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 2 —- CASH DEPOSITS:

Michigan Compiled Laws, Section 129.91, authorizes the Board Treasurer to
deposit and invest in the accounts of federally insured banks, credit unions, and savings
and loan associations; bonds, securities and direct obligations of the United States, or any
agency or instrumentality of the United States in which the principal and interest is fully
guaranteed by the United States, including securities issued or guaranteed by the
Government National Mortgage Association; United States government of Federal
agency obligation repurchase agreements; bankers’ acceptance of United States banks;
mutual funds composed of investment vehicles which are legal for direct investment by
local units of government in Michigan; and commercial paper rated by two standard
rating agencies within the three highest classifications, which mature not more than 270
days after the date of purchase, and which involves no more than 50 percent of any one
fund. Attorney General’s Opinion Number 6168 states that public funds may not be
deposited in financial institutions located in states other than Michigan. The Board’s
deposits are in accordance with statutory authority. The Board has authorized
management to deposit and invest in the accounts of securities and other obligations of
the United States, or any agency of the United States in which the principal and interest is
fully guaranteed by the United States, or any agency of the United States in which the
principal and interest is fully guaranteed by the United States. The Board’s deposits and
investments are within the authorization as set forth by the Caseville Area Fire Protection
Association.

At March 31, 2006, the carrying amount of the Board’s deposits was $474,267
and the bank balance was $480,016. Of the bank balance, $100,000 was covered by
federal depository insurance.

NOTE 3 — CHANGES IN CAPITAL ASSETS:

Balance Balance
March 31, March 31,
2005 Additions  Disposals 2006

Capital Assets:

Land $ 84,411 - - 84,411
Land improvements 85,190 - - 85,190
Building 679,023 - - 679,023
Equipment and furniture 239,604 24,364 - 264,058
Office equipment 8,369 1,467 - 9,836
Vehicies 513,819 224,189 - 738,008
Total Capital Assets 1,610,506 250,020 - 1,860,526
Less: Accumulated depreciation 305,663 63,388 - 369,051
Net Capital Assets 1,304,843 313,408 - 1,491,475



CASEVILLE AREA FIRE PROTECTION ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2006

NOTE 4 - LONG-TERM DEBT:

On November 24, 1999, the Townships of Caseville and Lake signed an
installment purchase agreement for the construction of a fire station building in the
amount of $700,000 payable from the proceeds of special assessments on real property.
The fire station is being constructed jointly with the townships of Caseville and Lake.
The amount was financed through a bank and is backed by Caseville and Lake
Townships full faith and credit. Annual principal payments of $70,000 are due on
February 1® plus interest. The loan carries an interest rate of 4.85% and will mature on
February 1, 2008. The total projected cost of this project is $700,000. Caseville
Township’s portion would be $504,000 or 61% ownership of the building and Lake
Township’s portion would be $196,000 or 39% ownership of the building. It 1s
anticipated that this loan will be repaid in the year ended March 31, 2007.

During the year ended March 31, 2006, the Townships of Caseville and Lake
signed an installment purchase agreement for the purchase of a new fire truck estimated
to cost $218,941. Caseville Township’s portion remaining to be paid as of March 31,
2006 is $86,400 and Lake Township’s is $33,600.

NOTE 5 — RISK MANAGEMENT:

General Liability:
The Caseville Area Fire Protection Association purchased commercial insurance
for all general liability coverage.

Worker’s Compensation:
The Caseville Area Fire Protection Association has purchased Workmen’s
Compensation insurance from Burnham and Flowers.

NOTE 6 - SUBSEQUENT EVENTS:
There were no subsequent events having a material effect on these financial
statements required to be disclosed.

NOTE 7 - FUND BALANCE ADJUSTMENTS:

Beginning fund balance amounts were adjusted by ($12,938) to correct prior year
misstatements. This change was immaterial to the financial statements as a whole and
does not indicate a weakness in internal controls.
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CASEVILLE, MICHIGAN
OFFICE: 989-856-2250
Fax: 989-856-9303

- BAD AXE, MICHIGAN
OFFICI: 989-269-1992
FaX: 989-269-1993

Paul Smihal, CPA
November 24, 2006

To the Fire Board

Caseville Area Fire Protection Association
6833 Main Street

Caseville, Ml 48725

| have audited the accompanying financial statements of the business-type activities of the
Caseville Area Fire Protection Association, Caseville, Michigan as of and for the year ended
March 31, 2006, as listed in the table of contents. These financial statements are the
responsibility of Caseville Area Fire Protection Association's management. My responsibility is
to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that | plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also inciudes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. | believe that my audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of the Caseville Area Fire
Protection Association, Caseville, Michigan, as of March 31, 2006, and the respective changes
in financial position and where applicable, cash flows, thereof and for the year then ended in
conformity with accounting principles generaily accepted in the United States of America.

The management's discussion and analysis on pages 2 and 3 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. | have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, | did not audit the
information and express no opinion on it.

Yours truly,

-
s

- A =
e

1

EMAlL smthaleo®@sheglobal net » MalLING Abbriss: POL Box 689, Port Austin, M1 48467



